concerns are well situated financially, 
as well as from an operating view- 
point (plant capacity is well in ex- 
cess of output), to take advantage of 
the currently rising trend of both 
public and private construction. 
For the industry as a whole, ship- 
ments in the final quarter of 1938 
were up 12144% from year earlier 
levels and a gain of 20% or better 
is indicated for the first quarter of 
1939 as against the like period of last 
year. Moreover, a satisfactory sta- 
tistical position obtains as stocks in 
producers’ hands are substantially 
less than a year ago. On the demand 
side of the picture, the peak of ac- 
tual construction work and material 
purchases arising from the public 
works program initiated by the fed- 
eral government last year still lies 
ahead. The next four to six months 
should see increasing demand from 
this source. Residential building 
continues on the upgrade, contract 
awards in February being the high- 
est for that month in ten years. 

Of two companies here discussed, 
Lehigh stands to gain most earn- 
ingswise, and on an increase of 
say, 15% in sales, could probably 
net about $2 per share. This would 
represent a gain of 50% over 1937 
earnings whereas, at recent levels 
around 21, the common stock is sell- 
ing at less than half the 1937 high 
of 511% and is even well under the 
1937 mean price of 33. Lone Star, 
however, is entitled to a somewhat 
higher investment rating than Le- 
high. Throughout the depression- 
ridden ‘thirties, the former has lost 
money in only two years and omitted 
dividend payments in only one, 
while the latter suffered losses in 
each of the five years 1931 to 1935 
and distributed nothing to stock- 
holders in the latter four. Payments 
at present are at the rate of 25 cents 
quarterly, with a substantial extra 
in prospect this year, while Lone 
Star, currently on 75 cent quarterly 
basis, is also likely to distribute 
something extra to shareholders be- 
fore the year is out. 
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basis. Favored by location, prestige, 
size, and at least recently by aggres- 
sive methods, both volume and 
profits of the retail division are al- 
most certain to derive a full share of 
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whatever increase in public spend- 
ing lies ahead. 

The same influences should work 
to the advantage of the real estate 
division, operating the Merchandise 
Mart and the Annex Office Building, 
both in Chicago. Gross income of 
the Mart was increased 12% last 
year, and at the end of the year the 
building was over 80% leased, 
against 78% twelve months earlier. 

The Annex also improved its oper- 
ating results in 1938, and given con- 
tinued favorable trends in business 
conditions there is no reason why 
both should not do better in the fu- 
ture. Interest charges on $14,000,- 
000 of first mortgage bonds, run- 
ning between 3% and 4%, are prop- 
erly chargeable against the real 
estate division, which might set cov- 


ering this expense as its immediate 
objective, not at all unattainable. 

The mortgage bonds are the only 
long-term obligations in the capital 
structure, preceding 8,965 shares of 
7% prior preferred stock, 287,225 
shares of 6% cumulative preferred, 
and 1,659,335 shares of common. 
The 6% preferred stock is convert- 
able until the end of 1946 into three 
shares of common for each share of 
preferred. Dividends on both pre- 
ferred issues are in arrears since the 
first quarter of 1938, leaving roughly 
$1,786,000 which must be cleared up 
before the common can hope to re- 
ceive any disbursements. 

Funded debt and interest charges 
have been substantially reduced over 
the past few years, the former having 
come down from its 1930 peak of 
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$32,000,000. A serial bank loan for 
$4,000,000 due from 1938 to 1941 
was paid off last year yet cash and 
equivalent were over $7,000,000 
higher last December at $9,624,000 
and the ratio of current assets to cur- 
rent liabilities increased to almost 
5 to 1. Cash and near-term Trea- 
sury notes alone were almost $3,000,- 
000 in excess of total current liabil- 
ities. A great part of the improve- 
ment in cash position was of course 
due to smaller inventories and re- 
ceivables. 

Earnings of $3,492,000 in 1938 
were equivalent after preferred divi- 
dends to $1.04 per share on the com- 
mon stock. Had the retail division, 
however, been able to hold to its 
pace of the previous year, the result 
would have been about $1.70 per 
share. Some such figure is therefore 
possible without any improvement 
in other lines, and although it would 
be risky to predict rapid strides by 
either the manufacturing or the real 
estate division, there seems every 
reason to believe the stores capable 
of duplicating their 1937 earnings 
merely on a continuance of present 
levels of business. 


Interest charges of $520,000 an- 
nually could be covered by real es- 
tate operations with only an exten- 
sion of the present profit trend. The 
manufacturing division as now set 
up is pretty much an unknown quan- 
tity, but its earnings could doubtless 
cover preferred dividends ($1,786,- 
000) in a good year. With the stores 
repeating their 1937 profits, poor 
fourth quarter and all, they would 
then furnish in the neighborhood of 
$3.00 a share for the common stock 
before allowance for income taxes. 
At 12, against a low last year of 51/4, 


the stock is discounting the future | 


no more than the market as a whole, 


and perhaps considerably less. It | 


ran up above 30 two years ago when 
prospects were actually less favor- 


able, although that was not so ap- | 


parent then. Before the latest war 
scare set the market back, Marshall 
Field had gone on to a new high for 
the recovery above 15 early this 
year. Considering the admitted 
speculative risks of the issue, the ex- 
tent of the reaction thus far has been 
moderate and has done nothing to 
impair expectations that improved 
business conditions will bring con- 
siderably higher earnings and market 
valuation to Marshall Field’s com- 
mon stock. 
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